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CONSOLIDATED ME RCANTI LE INCORPORATED

CcC NSOLIDATED BALANCE SHEET

( Unaudited)’

- - ASSETS
CURRENT .
‘Cash and short-tcem investments RN
- Accounts and notcs receivable |
Due from joint vcnlur'c.
Income taxes receivable
Inv«..ntoru_s
Prv.p:nd cxNpenscs
"Future income taxes

IT'NVF_STA'MENTS
PROPERTY PLANT AND EQUIPMENT -
'FUTU RE INCOME TAXES

,INTANGIBLE AI\!) OTHER ASSETS
]
by

~ . o i S

CURRENT L
Lo Bank lndc.bn_dn‘.ss : .
Alccounts pavabk_ and accruals :
Income taxes payable’ .
C‘urrunl poruon of Iong-u_rrn dc.bll

<

LONG-TERM DEBT
NON-CONTROLLING INTEREST e

 FUTURE INCOME TAXES"

SHAREHOLDERS
L CAPITAL STOCK_
CONTRIBUTED SURPLUS
TRANSLATION ADJUSTMENT

RETAINED EARNINGS -

%

2003 | 2002
L 901,986 % 5.685.261
34,004,703 30,224 885
1.080.639 491 420
301,356 737.646
30.425.139. 24,533,043
L1.796. 418 1.033:66.
1.256.743 1.380.6553
L 69.767.001 64, 086,571
499563 T 493 964
52,614,462 54,045 508 -
1.022,157 1.055.722
3.555_654 363539 934
127.458.837 $ 123.341.699
L
16.165.759 S 2.721.360
«),233 4RO . 29 572 282
182,903 4.589.704
‘6.331-392 5.206.779
53.963.534 42_090.125
24,654,596 30,493,061
23.837.422 24.975. 449 .
4193 936 ° 4.592.548
106.649 48Y 102 1,183
CEQUIIT Y
2.597.658 . 2,362 086
s9.atl S9a1 v
(5350.294) S61.559
I8.702.574 18_207_460
20_809_349 . 21.190.516
127.458. 837 $ 123_341.699

h ._luﬁt.:_3_0

. December 3t

LIABILITIES




LONS()I ll)A l"ED MLRLAN1 lLl: lN(,ORP()RATED S
' (()NS()LH)A I'El) STA TFMFNT ()F OPERA'II()NS N o B
AND RETAINED EARNINGS S

(Unnudulul) E . C

Sl\ momhsm_dm June 30 © . Theee months ended June 30 . ‘

2003 B : L2003 ', ) 20'02 T

. SALES . _ S s nmmzm s IIZ{»XRJZI T wzxﬁzu s 60()900()[ T .
COSTOFSAu.s_-- S ,xz,xsmw B x4.777.5x7.~ ST 44387207 44703, m S S L

o 27.2079% 27910834 . C_14899.017 - 15386470 ;. T

[..:ommmcomr-. S S ST S -

- lmcmslmcomc _ ; o 34,123 - 12529 - TLU26,28% . 3un : o
E‘(PENSES A o S S RIS A P
Sclllm,.uu..dmnmlr.mc . ARIS1LROV- T [K308.620. i TOIT0I2 946l 924 ST

_EARNINGS FROM or-rxnmNs' ' SRV0I0 S 9614743 ST a9 592796k e
-  Anonization Lo S 4526907 4442765 2206320 2236475 O
o inereston lopgderndcbt N % (1T 948, 14y S 6TRS 4l R .
Lossona\un;,ulslmmu oHoug~|cmrdcbl . B - 43140 - ’ Sl e AL L '
O . CTUSA05603 .. SR23.054 . . 2605127 . 3079088 - - i e
' _EARMNGSaaFothmMLT,\xss : S : S T . Co
AND UNDE‘RNOTED ITEMS 0 T RSB 3791489 S ULIB3I66 . LBAKIGRL e
income s ;j S L LSITRI0 1632000 1327369 |;'267.033’. SRR
EARN!NGS BLF()RF UNDFRNOTFD TEMS | 2066847 2150668 RSS9 |<xim7;.. B
 Noricomrpllng iierest ,* . L (420485 (_l,ouii.303> LI0R.0KR) S
- Equity i canirgs'of smestee o 5599 7 {4630 o 2781 . . _7_3() 3 DU
" Loss ondisposa) of imvestment - T 7 ) . C(62,182) : . LT ‘ R
T e e (1,125.362) (1,463,037) : (1L045.522)  © (LI07.358) - . - -
NETEARNIN(;S ronmusmon P 94138 ,' w916 mn : CRI02IS . 4148y <
RETAINED unmm‘s hqginnmunl ;miod i .tx.z()7;4’hn 14354 120 IR3IESI0 1S5TLARL ~— .
E.\ccss ol'oosl of shares puvclmsdd } : .
" br cancellation over stitcd vilue - (446.211) - - S (#6211
RETAINED EARNINGS, END OF PERIOD ' $ 18,702,874 $ . 16,045.773 S _IBT02574 S 16045773
EARNINGS PER SHARE : . e o o :
N ORS00 A T AT 0.00
Fully dilicd - » S8 0TS 01y LS 015 $- 008
. Wclghlcdu\crugcnumbcrufmmm«m :ham . i S : ) K
--Basic e L ARE3203 463NN 4862602 4R63810° -
Fully diluied . o CUS26TTTE L AI9aME o S193.809 $.230.381

" Notes ic Intcri'm Finﬁncial Skal¢nlcnls

: Rcsulls ofopgmuons were |mpacwd by (h. c‘(pt.dbd s«nsonlm ofu.ﬂmn oflh; producls sold o . T o I

-Tht. Compam filed Anlclus ofAmcndmm( on Jum ‘(l 2()(!3 Slbdlvldmg its” |ssu\.d common sharxs on llv. basis of | 75 new conimon
shaus for cach otd common shan : N

E The aceompan\ing unaudi(cd consolidated financial slalmicms havebeen prepared by the Company in accordance with accounting

' pnnc:plus generally aceepted in Canada on a basis cons,lslgnl with these followed in the most reeent audited. financial statenwents.
- These unaudited financial statements do not include all the informatiod and footnotes required by the g»mmll\ aceepted accounting -
principles for annual financial statements and therefore should be riad‘in conjunction with the audited consolidated financial statements

' and notes included i in llv, Company's Ansual Rupoﬂ fOf the year mdo& December 31 7()07 : '



' CONSOLIDATED MERCANTILE INCORPORATED. -~ . SRR

- ' CONSOLIDATED STATEMENTOF CASHFLOWS -~ .~ =~ = = .0
T (Unaudited) . o D o =
‘Six-months ended fune 30 " Throe months ended Juné 30
. . 2003 2002 . : S2003 2002
OPERATING ACTIVITIES - ) S L L . ;
- N camings fof teperiod : $TOGMIB S 691,63 R 810275 § 474289
Amonizalion | - ) o T 4526902 - 4442765 ©T Ot 22083420 0 2236875
“Future indoric tases. | o (39,1000, (137,000 Co Y00 (118.000)
Noseconfolling intercst Do T LIBLISE 1420885 T 10483037 . 1108088
Equity in carmings of ivestee - TSS9 (483 L mh @y
. Loss on disposal of ivestment _ S S R Y 1.7 I L o L
L T 6554689 6463433 - . T403SA3 300822
“ - Chang in'ron-cash components ) : : . . U T
of workinig capital | o S (12,693.972) . 369986 . O 9633071 _@RATS64) ,
- . DUT(6139283)  6BISALY (5.618.032) -~ (4474.042) S
_FINANCING ACTIVITIES o : - . o o T
‘,lmr&m(dccr;:\sc)4Mbnr1kir\dcblcdlnss CI3M14271 (14l 11,289,642 - R.623.803 . ‘ S,
Issuance f common sharcs . 262500 S0 S50 0 L ‘ :
- tssunice of sharcs by consolidated subsidiary - - 6.000 - . - C ST e
. Purchase of commeon shares. for canceilation @) - . : @73039) .
. Pirchase of sharcs of consélidated sibsidiary - N (#72,761) . (472.761)
! - Purchasc of shares by consalidaied o o o - : .
)  sbsidiary bor carcellation .~ (994.800) (101,000) : S e :
" Progocds Gom long-tcrm debt S 250,000 435,000 o CL250000 135000
“Repaymeiu of longetemdebt. | . . - {2,268.803) - (4.380,340) © o IT7338) 0 (2.868.171)
ey . C TI0696,029 T (3.333.232) S TA0IS1465 . S41TRTT
INVESTING ACTIVITIES \ - o T _
Purchase of and deposits on fixed assels . (6.512,852)  (2,948.287) ) (3:517.397) TQL238.347) -
Duc from joirt veraure . N £ 1A L o (71570 -
e (7.102,091) -~ {2.948.287) O TESRRIET) (LL2SK3AN,
Effect of forcign currency truslation - . . Lo e
oashbalances (Z237930) © (183.019). CLTISSI0) T (d70.193) -
. CHANGEIN CASHPOSITION - L(WT8327%) (69019 T (784,711 ’
Cash postion a beginning of period 5,685,261 2,249,759 e LL1673.030 0 1403351
'CASH POSITION ATEND OF PERIOD . § 901986 $ - 420640 - $ 90198 S 620.640
Supplemental cash flow information: . X . - 3
-income taes prid : $ 4614620 5 1457390 S8 3R3433 5 - 265.669
lwerestpad et .0 S 922929 5., 1279316 S 6027 S 660328
- Segmented informution ™ " ) P S B . .
fin:thousands of dollars). - Six'months ended Junt 30 " Three months ended Jung 30
R R S S0 - o ated
" Natgdes - " Packaging Products $ G4OBL S . 64220 : SR8 Rad
i Pool Producis 19T wIE 13846 0 M3 . A
Fumitwee 63k e - nemT  cnam T o S
’ T 10063 ' $ 112,688 R R ETE T
Opcratingprofit - ‘Packaging Products $ 11308 § 10971 LS AR YT A
‘ S L PoolProducts . 137 Ces S ¥ SR T U
AR Fumitue * - C s s ) R T
o e s 132578 BN - $ Ik R
- Chpitabexpenditurcs .. Packaging Products § 5005 § 1,865 R T FIUIE N1
Co - . PoolProduts R LS ' T
Furiitre - SRR A+ S B 1 R
Corporatc . o 424 127 o R (T
- 8 - ashs 2948 IR T
Weatfibic asscts - Packiging Products - § - 73,276 S 68139
L T RoolProdusts 27969 . 3449
o CFumite | ol 496913093 -
" Comoraic L R . SO I S o
C CsT L RIAM s . B Lo T ‘ - § '



- Salcs. :

"iANA‘G:E'I.\':.IEN‘ DIS((Z)l!Y:SSION AND ANAL\"SIS

FINANCRAL CONDIT!ON AND RESULTS OF -
. OPERATIONS | o

RESLYL TS OF OPERA'FIONS -

Sales were’ St 10.i million for the 1Irst six; n1onths S 26003,
 .a-decrease of 2.:3% as compared o $1'12.7 million for ‘the
:eomparable 2002 perlod Fhe - <Company  continues to achieve -
o lrnprovement in.sales at its packaging and specnalty cover units. -
- ‘These. increases were offset by . a decrease in furniture - sa1es as a
result of the cv..rrent economic envn"onnﬁent for: retaxlers

.. Gross Marglns. Gross margin for the first six rnonths of 2003
. decreased ‘slightly to 24. 7% compared wnth 24 8% for the -
eomparab!e 2002 period. .
- Selilng ‘and. Admlnlagranve Expen%es- Seﬂlno and adnnntstratlve
- expenses as a percentage of sales increased to 16 7% as coxnpared
to 16.2%26 for 2002 due to higher utility and plant exXpansion costs.
- The Company ‘has added. n1anufactunng space and hired- addltnonal :
support personnel e anucrpauon of higher volumes. ‘
Other Expenses. The Company incurred $5.3 million of other. ;

. exXpenses tor the first six -months of 2003 compared with $5.8
" million for the ﬁrst Six. months of’ 2002. The decrease was due to

. a reduction in interest on Iong-—tenn debt’ dur-ng the hirst six months
. of 2003 and the. inclusion: in 2092 of a non—recurrlno Ioss on .-
o extlngu:shment of long—term debt ' : : :

© Income Tax Proevision.
- first. six months of 2603 compared to '43.0% for the comparable _

- period: in’ 2002 “The main difference between  the -Company’s

| statutory tax rate and its effeciive tax rate-is ‘primarily attributable -

" to differing tax rates in foretgn countries. valuauon allowance and
certain. non—deductlble expenses. s .

- Net Earn:ngs. . The: Company reported et earnnng,s ot $94 1.32 5

..million at December 31,

" receivable.

. for the first six months of 2003 compared with net earnxnc,s of
$691.631 for the first six. months in. 2002. - .

L!QUIDITY AND CAPsz\L RESO[!RC-:,S ' RN

The: Company s prxncrpai ‘sources of Ilqu1dxty are cash on hand
unused borrow:ng capacity under e\ust:no Ilnes of’ credst and the ‘
~cash flow from- operations.. . :

The Cornpanys woriuno capital amounted to $l 5.8 mulhon at Junc
30, 2003 compared 10 $22 O milliion at December 31, 2002. The
- .ratio of current asseis to. current habllltles was 1.29:1 at June 30,
2003 and 1 .:52:1.at PDecember 31, 2002. TThe Company's cash on

.hand was $0.9 million at- lune 30 2003 as compared to $5.7

the May 2003 acquus:tlon by’ the Company’s Pool Products Group '
- of the swummtno ‘pool assets of Jacuzzi Inc. and Jacuzzi Leisure
" Products Inc. The assets acquired inciude the Atlantic Pool trade
names. and other. brand names. as well as the related accounts
tnventory, tand and- ‘building together with a license to
use the Jacuzzi trademark on certain produets “The purchase price
was financed through operating tines of crédit and the issuance of
. a‘convertible note to the seller. Over the next.four months. it is -
. €xpected that these assets will be converted. into cash and will pay
- down the: majonty of the line of credit used for the purchase. This
_.acquisition is' expected to be accretive to earn:ngs e\pandlno the
-Pool Group 's sales base and product: llneb . .

Al June 30, 2003 the. Company s Packa Jng and Spec:ahty Cover
Unit had unused available. borrowing capacity. under its banking

The ehectiVe tax rate. was 42 3%% for. the o

2002. Working capital was impacted by -

facility of approximately U.S. $6. 7 mllllon and the Furniture Unit e

had approximately $6.3 million.

Durlng the first six months of 2003 the Company
-approximately $6.5 million in new property, plant and equipment.-
Cash provided. by operations before. changes in worklno capital

|nvested

o :ncreased to $6 6 mllhon from $6:5 m:lhon :n 2002 _ q -



